FINANCIALM ANAGEM ENT AND BUDGET PROCESS
FINANCIALM ANAGEM ENT PROGRAM

The City's financia lm anagem entprogram continues o provde te citizens oftie City wit an approach which
has sened to enhance te City's exce Bntfinancialposition by:

1.  Inwesting a Mavai Bb B funds notneeded on a dai b basis in order o m axim ize intrestearnings
2. A Bbcating City resources on ¥ 1o program areas t atm eetcom m unity needs
3. Monitoring tese program areas 1 ensure tiey are carried outw it in aut orized el

This financialm anagem entprogram albws te City © achiewe it goallofexpanded and im proved servces
te citizens of Salsbury. Additional¥, te City's bond rating of "A1" by Moody’s Inwestors Service, Inc. and
"At+ " by Standard and Poor's Corporation was reaffirmed in Nowember, 1997. This is a refliction of the
City"s continued sound financia Bcondition.

FINANCIALM ANAGEMENT SYSTEM S

FUND ACCOUNTING

The account oftie City are organized on tie basis of funds and accountgroups, each ofwhich is considered
t be a separak accounting entity. Fund accounting is designed t dem onstrak Bgallcom p Blance and t aid
financialm anagem ent by segregating transactions re bted t certain governm ent functions or activities. The
operations ofeach fund are accountd for wit a separak setofse FFbalkncing account com prised of asset,
labi IMies, fund equity, rexenues, and expenditures or expenses as appropriak. Gowernmentalresources are
albcatd © and accountd for in individualfunds based upon tie purposes for which tey are t be spentand
te means by which spending activities are controld. The budgetd funds are as fo Bbws:

GOMERNMENTAL FUND TYPES

GeneralFund - The GeneralFund is te generalloperating fund of e City. Itis used t account for all
financiall resources except tose required © be accountd for in anoter fund. A separak equipment
rep bhcem entsubfund is m aintained for accounting and budgeting purposes. For financialreporting purposes,
tis subfund has been consoldakd into te GeneralFund. The prim ary rexenue sources are ad vabrem taxes
and Stat-shared revenues. The primary expenditures are for publc sakty, transportation, environmental
prokction, recreation, com m unity deve bpm ent, and generallgovernm entserAces.

SpecialRewenue Fund - Speciallrexenue funds are used t accountfor tie proceeds ofspecific rexenue sources
(otier tran expendab B trus® or m ajor capitalpropct) tratare Bgal¥ restriced  expenditures for specified
purposes. The City budget one speciallrexenue fund - Entithm ent(H UD) Fund.

PROPRIETARY FUND TYPES

Entrprise funds - Entrprise funds are used t account for operations (a) tatare financed and operatd in a
manner similhr © privak business entrprises - where te inent of e governing body is tat te cost
(expenses, inc biding depreciation) of providing goods or services o te generallpub lc on a continuing basis be
financed or recovered primaril trough user charges sor (b) where te gowrning body has decided tat
periodic detrmination of rexenues earned, expenses incurred, and/or netincome is appropriat for capital
m aintnance, pub llc polcy, m anagem entcontro § accountabi My, or ot er purposes.

The entrprise funds inclide te Watr and Sewer Fund and Mass Transit Fund. An equipmentrep bhcement
subfund for Watr and Sewer is maintained for accounting and budgeting purposes. For financialreporting
purposes, tis subfund has been conso ldatd into te Watr and Sewer Fund.

BASIS O FACCOUNTING

Basis ofaccounting refers o when rexenues and expenditures or expenses and te re bhied asset and Babi Rties
are recognized in te account and reportd in te financialstakment. Basis of accounting re bes © te
timing of tie measurement made, regard bss of e measurem ent focus applled. A Hgovernmentalfunds are
accountd for using a current financialresources measurement focus. Wit tis measurement focus, on¥
currentasse® and current Babi Ities are general inclided on te baknce sheet Operating staement oftiese
funds presentincreases (i.e., rexenues and oter financing sources) and decreases (i.e., expenditures and otier
financing uses) in netcurrentasse®.



A Hproprietary fund types are accountd for on a fbw ofeconom ic resources measurement focus. Wit tis
measurem entfocus, aMasset and all Babi Mies associakd wit te operation oftiese funds are inclided on te

balbnce sheet The operating stakmen® presentincreases (e.g., revenues) and decreases (e.g., expenses) in
netotalasses.

A Bfunds are accountd for on tie modified accruallbasis of accounting during te year in accordance wit
Nort Carolna GeneralStatuts. Under tie m odified accruallbasis, rexenues are recognized in tie accounting
period in which tey become bot measurab® and awvaibb @ t©0 pay HNabilties of te current period.
"Measurab B means te anountoftie transaction can be detrm ined and "avai kb B means colctib B witin
tie currentperiod or soon enough tiereafier o be used © pay Babilties ofthe currentperiod. Major rexenues
tat are detrmined © be susceptibB  accrualinclide intrgovernmentall rexenues and intrest Major
rexenues tatare detrmined © notbe susceptib B © accruallbecause tey are eitier notavai bb B or are not
obpctive b measurab B incide allad vabrem taxes, Bcenses, permits, and certain m isce Bneous revenues.

Expenditures are general recognized under tie m odified accruallbasis of accounting when te re bked fund
labi My is incurred, ifmeasurab B. Exceptions © tis generallrul inclide: (1) accum u bted unpaid sick pay
and otier em pbyee amount which are notaccrued ;and (2) principalland intreston generall bng-trm debt
which is recognized when due.

The Watr and Sewer Fund reim burses tie Genera BFund for expenditures m ade on it behalFin te Fnance
department and certain oter centrallservices. The GeneralFund pays te Watr and Sewer Fund for it
norm albi Mo B charges. Bot of tiese types of transactions are considered © be quasi-extrnaltransactions
and are recorded as revenues and expenses in tie appropriat funds.

FINANCIALM ANAGEM ENT PO LUCIES

INVESTM ENT PO LUCY
The City's innvestmentpolcy is o minimize creditand marketrisks whill m aintaining a com petitive yie B on

it portiollo. According¥, deposit were eiter insured by federaldepository insurance or co lkkrallzed.
Sabksbury City Councilhas approved tis po lcy.

Polcies
A Ways consider tie risk factor ofan investn ent
Maintain Rquidity in te imwestn entporto lo atalitim es.
Consider yie B on ¥ afer risk and Bquidity are assured.
Onk purchase investment tatcan be perfectd.
No purchase ofderivatives.
Use on¥ brokerages wit offices in Salsbury.
Maintain a m ix ofinvestment wit no over-re Bance on a sing B type ofinwestnent
Avoid bng £rm investment.
A Nays purchase innestnents wit te inento holl o maturity.

Imestment are made wit cash notrequired © meet current disbursem ent needs afier propcting cash
requirement.

Imestm ent are com petitinve ¥ bid.

A Bimvestens require tie approvalloftwo autiorized em pbyees © com p ke te transaction.
Innestm ents Used By City
- US ful guarankted investment.

NC Stak Banks' and Samngs and Loan Associations® CDs, NOW S, SuperNow , Shares, and Deposit in

Savings.

Ob lgations of the FederalFarm Credit Bank, te FederallH ome Loan Banks, te FederallH ome Loan

Mortgage Corporation, and tie Governm entNationa IM ortgage Association.

Prim e qualty com m erciallpaper and bankers acceptance.

Nort Carollna CapitallM anagem ent Trust
Custod ialRisk Assumed By City

GAAP requires tatgovernment clssify teir investments custodiallrisks into catgories wit Bastrisk

being Catgory 1 and highestrisk being Catgory 3.
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Catgory 1 inc lides in\estm ent tatare insured or registred, or for which te securities are he B by te
City or it agentin tie City's name.
A BCity innestnent are purchased and he B as Catgory 1 investment.

FISCAL FO LUCIES
Rewenue Pollcy

1.

4.

The cum u ktive increase ofrexenue from te Bw of property tax wiBlnotexceed five (5%) from
te preceding year. The increase exclides: taxab B valie gained trough annexation ;e taxab
valie gained trough new construction ;tax increases m andatd by te \oers, court, Stak, or
federallgovernment.

The City wiBpropctrevenues for five years and wiBupdat te progpctions annua ¥ prior 0 te
beginning oftie preparation oftie annualbudget

The City wilutiBze user charges in Beu ofad vabrem ftaxes for senvces tatcan be individualy
identified and where tie cost are directh re bhied 0 te B Bofsendce:

a) Recreationall programs wilbe funded from user charges for alprograms in which it is
practicallto charge. User charges shoul representat Bast15% oftie totalrecreationallbudget
b) Cemetry activities shoul be parta® funded from user charges. User charges shoull
representat Bast50% oftie otalCemetry budget

c) Wast ManagementDiwusion's costt use te County's hndfillwiBMbe recovered comple ¥
from users.

d) User charges wiBlpay for te costofoperating a recyclng program .

e) The user charge es for watr and sewer w i lbe sufficientto finance aBoperating, capitall and
debtsenvce cost for te Watr and Sewer Fund.

A BCity charges and fees wilbe reviewed and updatd annua .

O perating Budget Po kcy

1.

2.
3.

4.

Currentoperating rexenues w i lbe sufficientto supportcurrentoperating expenditures.

Debtor bond financing wi Enotbe used t finance currentexpenditures.

Annual® recurring rexvenues will not be Bss tan annual® recurring operating budget
expenditures (operating budgetm inus capitalouthy).

The City wiBlprepare a five-year operating budget which willinchlide progctions of annual
growt plLs albwances for operating cost of new faci lies.

The City willdee bp a program 1 rep bhce aBlinform ation systms hardware at Bastonce every
tree years.

The City wilestab Ish a Equipm entRep lkcem ent Fund for te rep bhcem entof\ehicls. The Fund
wilpurchase each \ehick and Base ithack © te appropriak departnentower it usefull He.
These Base payment wiBcreat asinking fund ©o be utilized © purchase a new \ehiclk 1 rep hee
te existing one.

The City willestab Ish a Risk Managem ent Program 10 provide for protction against bss and a
reduction in exposure 0 Babily. The City willestab ksh asafty program t© minimize te City's
exposure © Babi My and tereby reduce te num ber of chims againstte City.

The City wilawid budgetary practices tat balknce current expenditures at te expense of
meeting future year's expenses.

The City wilonl use one-time rexenues for te funding of capitallim proem ent or oter non-
recurring expenditures.

Capitallm pronem ent Po kcy

1.

2.

3.

The City wiBprepare and adopta five-year Capitalllm pronem ent Program which wiBdetai leach
capitallpropct, estim akd cost, description, and funding source.

Operating expenditures wiBMbe progranmed t inchide te cost of impEmenting te Capital
Im provem ent Program and provding a lim anpow er, operating cost, and capitallouthy required.
The City wiBprepare and updat annua® a resurfacing and rep kcement pollcy for street and
sidewal im provem ent.



Accounting Policy

1. The City wilestab Ish and m aintain te accounting systms according © te general¥ acceptd
princip s and standards oftie Governm entAccounting Standards Board (GASB) and te Nationall
Com m itee on Governm entalAccounting.

2. An annualauditw i @be performed by an independentpub Bc accounting firm which wiBissue an
officiallopinion on te annualfinanciallstakment, wit a management Bter detaillng areas tat
need im pronem entifrequired.

3. FRuldiscbsure wilbe provded in te financialstakm ent and bond representation.

4. Fnanciallsystms wiBlbe m aintained © m onitor expenditures and rexenue on amont ¥ basis wit
atiorough anabsis and ad justm ent(ifrequired).

5. A Hrexenue coBctions wilbe conso ldatd under tie City's Fnance Departn ent

6. The City wiBcontinue © obtain te Certificak of Achievement for Exce Bnce in Fnancial
Reporting and te Distinguished BudgetPresentation Aw ard from te GFOA.

1. Capitallprogct, financed trough te issuance of bonds, shaMbe financed for a period not ©
exceed te expectd usefulllfe ofthe progct

2. The generallob Bgation debtoftie City wiBMnotexceed 8 percentoftie assessed valiation of te
taxab B property oftie City.

3. Intrest operating and/or m aintnance expenses w i lbe capitallzed on ¥ for facilties or entrprise
activities and wilbe stricth Emitd © tose expenses incurred prior © actualloperating of the
faci Hies.

Reserwe Pollcy
1. The City wilm aintain an undesignatd and unresened fund balknce 0f10% of te Genera IFund
Operating Budget These funds wilbe used © awid cash fbw intrruptions, generak intrest
incom e, reduce need for short®rm borrowing and assistin m aintaining an investn entgrade bond
rating.
2. The City willm aintain a tw o-to-one ratio of otalcurrentasse® over otalcurrent Babi Hies in te
Watr and Sewer Uty Fund.

BUDGETS AND BUDGETARY ACCOUNTING

Budgetary controllis an essentialle Bm ent of governm entalaccounting and reporting. The City Councillis
required by Stae Bw t adoptan annuallbalbnced budget for aMfunds except for tie fiduciary funds and ©
uti Bze “"encum brance accounting™ as defined in te statuks. Appropriations are made atte departmental e 1
and amended as necessary. A portion of fund balknce may be appropriakd t© baknce a fund’s budget AN
annua lappropriations Epse atyear end.

The City folbws tese procedures in estab Ishing te budgetary data:

1. Prior © Qine 1, te City Manager submit © te City Councilla proposed operating and capitall
budget for te fiscallyear commencing te folbwing Ju¥ 1. The budget inclides proposed
expenditures and e means of financing tiem .

2. Publchearings are conductd  obtain taxpayer com m ent.

Prior to ine 30, te budgetis Bgal¥ enackd trough passage ofan ordinance.

4. The City Manager is autiorized © transfer budgetd am ount between department showever, any
reMsions tataler te totalexpenditures ofany fund m ustbe approved by te City Council

5. Form allbudgetary intgration is em p byed as a m anagem entcontro ldevice during tie year for te
Generall Fund, speciall rexenue funds, and entrprise funds. Budgetary perform ance can be
quantitative ¥ m easured and accountd for t roughoutte year.

w

Budget for tie GeneralFund and specialrexenue funds are adoptd on a basis consisentwit General
Accepted Accounting Principls (GAAP). Budget for tie entrprise funds are adoptd on a basis consisent
witt GAAP except tat bond proceeds and contributd capitalare treatd as otier financing sources, bond
principal payment and additions © fixed asse® are treatd as expenditures, depreciaion expense is not
budgetd, and no accruall are m ade for intrestexpense and vacation pay.
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GOALSETTING AND BUDGETARY PROCESS

The City Councilland Management Team meet at an annualGoall Setting Retreathe B for e purpose of
estab Ishing goall and priorities for te City.

In preparation for tis Retreat e City's Management Team mee® wit te City's Boards and Com m issions
for goa lsetting sessions and wit teir own department t c hrify and estab lsh goall. Goall from te Boards
and Com m issions are presentd © City Councilprior © teir Retreat

Atte Retreat City Councilladopt goall in stratgic areas, eitier m uli-year or on an annuallbasis. Goal
guide te deve bpmentoftie budgetfor e upcoming year wit te resources of tie entire City organization
being focused on achieving te goall. These goall are outlined in te BudgetMessage.

During te Retreat te report Bahncing Cost and Servces: A FHw Year Servce Leve I and Rewenue
Progction wit Anabsis is presentd © te City Councill This reportdescribes tiree service hwell and te
re lked cost for each budgetary unitwitin e GeneralFund. Bakbncing Cos® and Servces senes as a ool
for City Councillto detrmine tie financiallim pact of se Bcting various e I of m unicipallservces for te
citizens of Salsbury. Since tis reportis considered an inegrallpartoftie budgetary process, itis inclided in
it entirety in Section XI1 of tis budgetdocum ent

The City Manager and staff assign Retreat Goall © te staff for inclision in te upcoming budgetafer te
Retreat Each department m anager begins considering tie personne Ineeded, operationallcost and capital
outhy associatd wit performing te goall as setfortt by City Council

The Fnance Director and staff prepare and distribut te folbwing budgetary request forms in accordance
wit te BudgetCalndar:

Personne Brequestforms abng wit currentstaffing paterns and requestinform ation

Operations and Maintnance request sheet abng wit Bst year's actuallexpense, tis year's
budgetd appropriation, and actua lexpense & rough sexen monts

Fi\e-Year Capitallm pronem ent Program requestforms

These forms are sent 0 te departmentmanagers for com p Hion abng wit a Isting and prioritization of
departm entallprob Bm s and recom m ended departm entallgoal.

Upon return oftie com pBed forms, te City Manager and Budget Tean meetwit each member oftie City's
Managem ent Tean t review his respective budgetrequest and justifications. The City Manager and Budget
Tean ten evaliak each departments request for personne B operationalliems, and capital outhy. The
evallation process is detailld and time-consuming. For each department, every Ene iem justification is
revMewed in Bghtof te departmentalgoall and needs. Any additionalpersonne Imust be justified by te
departm entand ten assessed by H um an Resources and Finance for need and appropriat staffing. Operationall
itms are usual he B © an increase no greakr tan t atofte inflktion rat.

A hrge im pacton budgetary do Bhrs is tie am ountspenton capitalouthy. A Bdepartnent submita five-year
capitallim provem entprogram wit each itm jJustified and ranked as t priority. Every capitallouthy i€m is
reMewed regarding need and whetier tie capitalacguisition assist in accom plshing te stakd goall. The
budget documentis ten assemb Bd using a fik downbaded fron te financiallsysem and com bined wit
persona lcom putr spreadsheet and word processing fi bs.

The BudgetMessage is prepared by firstoutlning te issues facing te City and te resuls oftie Goa ISe tling
Retreat The City Manager high Ight te major budgetary discussions wit supporting anabses for his
recom m endations. Any change in aservce e lis analbzed and it subsequenteflect discussed.

The awailbbilly of tie budget document, before and afer adoption, is made known trough pubBlshed
newspaper notices and announcem ent atrequlbr¥ scheduld Councillmeetings. Any person who request a
budgetw i lhawe one m ade avai kb I.

The City Manager submit te budget © City Councilland after proper publc notice, te City Council
conduct pub llc hearings and a budgetwork session. The City Councilltien adopt te budget tirough te
passage ofan ordinance before dine 30.
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Even after te budgetis adoptd, te goalsetting process continues. After te fiscallyear is ended, each
departmentmeet wit te City Manager © reMew it previous ¥ esteb Ished goal. Aferward, te City
Manager and Management Team meet witt City Councillin a goall reMew session. The status ofeach goalis
identified, i.e. on-target, behind schedu l, de Byed, needs chrification, reschedu ld, or com p bed.

In te Falofeach year, tie City pubBshes an annuallreport © te citizens of Salsbhury trough te bcal
newspaper. This reporthigh Bght inform ation about e \arious services, departnent, and propct of te

City.
Attis point te cych begins again for te goallsetting and budgetary process. The \various Boards and

Com m issions m eetfor teir goalsetting sessions whill te City is gatering inputfrom it citizens va suneys
and group meetings. The cych is shown be bw .

GOALSETTING/BUDGET CYCLE

Goal Review &
Citizen Goal Input Via Recommendations by Boards &
Surveys and Group Mestings Commissions to City Council
Jan. - Feb. Mar.

Goal Setting Sessions by Boards
and Commissions
Dec. - Feb.

Y

Distribution of Annual Report
to Citizens by Mayor and
City Manager
Dec.

City Council Future Direction
and Goal Setting Retreat
Mar.

Y

Departmental Budget ]

with City Councn City Manger,
and Dept Heads
Oct.

Preparation Process
Jan. - April

A

Y

Fiscal Y ear-end Department
Goal Review with Departments
and City Manager
Aug.

Budget/Goal Info Luncheon
with Boards and Commissions
and City Council
July

Public Budget Hearing and
Adoption by City Council

May

"
{ ]
T




CITY OF SALISBURY
FY1998-99 BUDGET CALENDAR

1AA8 Presentproposed BudgetCallndar © Budget Team for revew and City Manager, Assistant City
comment Manager and FHnance Director

1/20A8 8 City Manager's Budget Team 1 prepare FY 1998-99 Budget City Manager, Assistant City
Callndar for approvallby Mayor and Counci land distribution o e ~ Manager and Fnance Director
City Managem ent Team .

1/16A8 Distribut 5-Year Service Leve IReport® be com p Bed by City Manager, Assistant City
Departn entM anagers. Manager and FHnance Director

1/30A8 Com p Be 5-Year Service Leve IReportand return © City Manager.  Managem ent Team and

Diusion Managers

1/17- 1/31A8 Prepare Personne IRequestform s spresentstaffing paterns and Fnance Director

Distribue © Personne Brequestinform ation.

Mgm tTeam on

or hefore 2A A8

Prepare Operations and Maintnance requestshee®. Finance Dept distributs
end ofyear Budgetestim aks. The Managem entTeam and/or te appropriat
Division Manager wiBdetrm ine departn entalllne iem budgetrequess.

Prepare FY 1998-99 -- 2002-03 Capitallm provem ent Program requestforms.

2/11 - 2/20/A 8 H ol abudgetworkshop session for each Departm entH ead and FHnance Staff
Diusion Manager as needed.
2/25A 8 H ol CDBG Publc i earing on citizens needs and concerns. C D/Neighborhood Ph Mgr.
Neighborh ood Dewv. Specialst
2/28 - 4/30A 8 Prepare FY 1998-99 year-end rexenue estim aks and FY 1999-2000  Fnance Director, Uti Ities
rexenue estim ats on a @funds. Director and TransitM anager
TBA Schedul and ho B goallsetting sessions for City's Boards and City Boards and Com m issions,
Com m issions in preparation for City Counci 1GoalSetting Retreat and appropriat City Staff
3/3A8 Com p e albudgetrequestforms no ker tan March 3, 1998. Managem ent Team and
Diusion Managers
3/3A8 Evaliak alPersonne IRequest for any changes from current H um an Resources, Departm ent

staffing patkerns.

H eads and FHnance

3/3 and 3/17A8

Presentation oforalland w riten Budgetrequest o Mayor and
Councill

SpecialinterestGroups

As Returned

Review of Specific Budget Proposal.

Budget Team , Departm entH ead
and Divsion Manager




CITY OF SALISBURY
FY1998-99 BUDGET CALENDAR

3/17A8 H ol CDBG PubllcH earing  receive citizens com m ent and C D/Neighborhood Ph Mgr.
receive proposal. Neighborh ood Dewv. Specialst
3/19A8 Chairm en of Boards and Com m issions  presentgoall © City Chairmen of City Boards and
Council Com m issions and appropriat
City Staff
3/26-28A 8 H ol GoallSetling Retreat o estab Ish goal. Mayor, City Councill City
Manager and Staff
4/7A8 Presentdraftof1998-99 CDBG Budgetand H om e Budgett City City Council
Counci Hor review and consideration.
4/7A8 Assign Retreat Goall ©o Staff for inc lision in Budget City Manager and Staff
4N 8 Meetwit Departnent t© revew recom mended Budget Fnance Director, City Manager
and Staff
421N 8 City Counci o approwe 1998-99 Action Phn for CDBG and H OME  City Councill
app Ication.
42418 Distribution of City Manager's recom m ended Budget City Manager and City
Managem ent Team
5588 City Manager © preMew recom m ended Budgetfor City Council City Manager
5/7R8 Phce ad in TH E SALISBURY PO ST 1 ad\ertise one time for City C Brk
pub lc hearing on May 19, 1998.
Based on City Counci IBudgetshirts Bexe work session on proposed Budget  City Manager, City
Schedu lng Managem ent Team and City
Councill
5/19A8 H ol apublchearing on te adoption ofthe Budget City Council
4:00 P.M.
Counci ICh am bers
5/19A8 City Counci o adoptBudget City Council
7/15A8 Reporttax rat © Rowan County Tax SuperJsor. City C Brk

Summer 1998

Brief Boards and Com missions Chairm en on Adoptd Budget

Chairmen of City Boards and
Com m issions and appropriat
City Staff

Click hereto moveto the next section
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http://www.ci.salisbury.nc.us/finance/budget/98_99/secton03.pdf

